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Abstract: Disabled people face discrimination and marginalization across the globe. They are affected by extreme 
poverty and due to this; they have limited livelihood opportunities. Microfinance Institutions (MFIs) overlooked 
the responsibility to include disabled people into their mainstream program. Microfinance is supposed to be for 
poverty reduction, empowerment of poor and vulnerable people but very few examples shows that microfinance 
served disabled people. Some MFIs or donor funded projects piloted some experiments around the globe and found 
that disabled people are economically active, confident, self-employed and appear as the best clients. Disabled 
people constitute a good market segment for MFIs. However, locating and including disabled people in the 
conventional microfinance practices is also challenging. Providing credit or savings service is not enough for 
disabled people but MFIs could offer extended services such as financial literacy, customized training for income 
generation. MFIs could also recruit disability friendly staff, include disability issue in the training curriculum to 
change mindset of staff, develop and implement the policies for reaching more disabled people. Beyond these 
initiatives, MFIs might build strategic partnership with Disabled Peoples Organizations (DPOs) to get effective 
information about disabled people to ensure access to financial services. This article would focus on several issues 
of disability and poverty, forms of discrimination and obstacles that disabled people face to access microfinance, 
contribution of microfinance on the lives of disabled people, challenges that MFIs face for designing specific 
program for the financial inclusion of disabled people.   
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1. Introduction: 
Microfinance (including credit, savings, and insurance) has received a prime attention to the donors and 
development agencies for addressing twofold issues such as poverty alleviation and empowerment of women. 
(Lewis, 2004). Microfinance is working for opening the door of financial access to poor and unbanked people. It 
also claims to provide financial services to the poorest of the poor (Handicap International, 2006). Some people 
believe that, microfinance works well for poverty alleviation and others’ say that, microfinance is not a ‘magic 
bullet’ to alleviate poverty. This thinking echoed into another research paper. Microfinance including a variety of 
financial services, which is offered to serve the unbanked poor, is seen as a ‘magic wand’ to battle against poverty 
and expected to solve it all. For others, this is a new version of old practices that is reframed and glorified 
(Armendariz & Labie, 2011). The fact is that microfinance has given many opportunities to utilize finance for 
changing the economic condition of the poor. However, criticism exist that Microfinance Institutions (MFIs) lends 
to well-off clients. In most of the cases, it could be seen that MFIs did not reach to all segments of the poor people 
in the society such as disabled people. MFIs are excluding these people because of the stigma or prejudice or lack 
of operational knowledge to deal with disabled people. Now-a-days, different academicians, donor agencies are 
creating awareness and promoting the best practices to MFIs to change attitude towards serving disabled people. 
The reality is MFI’s initiatives for disabled people is not yet praiseworthy. However, microfinance has emerged 
as a popular tool to enhance economic empowerment of poor entrepreneurs and financial rehabilitation of disabled 
people (Mersland, 2005). Many research works show that disabled people are economically active in terms of 
generating self-sustainability. Despite of these, disabled people face numerous discrimination and barriers to 
access to finance which might limits their productivity. Moreover, microfinance intervention’s contribution on the 
lives of the disabled people is unclear since almost no research is conducted on this specific issue. So far, little 
research has been done which is mainly focused on the barriers and discrimination of disabled people to access 
microfinance. In this paper, the first section will discuss about the understanding of disability and microfinance, 
and then the second section will be highlighted on how disabled people face discrimination to get access to 
microfinance. In the third section, the contribution of microfinance on the lives of disabled people is discussed and 
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also the challenges that microfinance institutions face to include disabled people in their operation is discussed. 
Finally, I conclude.   
2. Disability and Microfinance: An Overview  
2.1 Definition of Disability 
The definition of disability is critical and controversial (Department for International Development-DFID, 2000) 
as disability is defined in many ways in different research papers, multiple bodies of the government, non-
government and international organizations. Defining disability is challenging because it varies on circumstances, 
countries or incidents. The World Health Organization-WHO (2011) states that though this issue is vast in nature 
but both awareness and scientific information regarding disability issues have shortcomings. There is absence of 
conformity to define disability and have little information internationally on incidence, distribution and trends of 
disability. However, United Nations adopted a convention that is known as the ‘United Nations Convention on the 
Rights of Persons with Disabilities’ (UNCRPD) in 2006. Disability can be defined by following the article 1 from 
the UNCRPD that states that disabled persons are those who have long-term different impairments such as mental, 
physical, intellectual or sensory that in interaction with different obstacles may hamper their full and effective 
participation in the society equally compared to others.  
Based on the different definition applied, researchers have found 3% to almost 20% of a given population have 
disabilities. (Beisland & Mersland, 2012). Recently, some research work has been done on disability and these 
papers show the number of disabled people in different figures. One study (United Nations, 2007) showed that 
10% population in this world have disabilities and 80% of them live in the developing countries. These disabled 
people are the poorest of the poor compared to other people without disabilities (United Nations, 2007). According 
to the WHO (2011), 15% of total population of the world has some form of disabilities.    
2.2 Disability, Poverty and Microfinance  
Disability has a direct consequence on disabled people. Disabled people face extreme poverty because of their 
vulnerability. They are excluded from the normal social life and do not get sufficient economic support to be self-
sustainable. Thus, they are always fighting against poverty to survive themselves. Diverse development 
interventions are running throughout the world for ensuring positive changes of the lives of the poor people but 
these interventions had less significant focus to the specific segments of the poor people such as disabled people. 
For instances, some of the countries such as Albania, Bangladesh, Brazil, China, Romania, and the Russian 
Federation have taken some development programs for disabled people as target segment in a very limited scale. 
Sometimes some experiments have been done where primary target was children with disabilities.  
In the eye of development perspective, disability itself is a development issue since disabled people face negative 
experience in the society and extreme poverty.  For exclusion and poverty, disabled people are not only suffered 
by themselves but also make others unproductive by getting other’s time and efforts such as family members. 
Disabled people do not get sufficient social benefits from the government. Moreover, over the years, disabled 
people have never been the primary target in the social inclusion and economic integration of local and 
international policies. Having said that disabled people showed that they could be very productive in the workforce. 
It is evident that when disabled people had favorable working conditions to perform in the job market, they did 
well for their self-employment (ILO, 2002; Lewis, 2004; United Nations 2007).  
The figure on disability poverty and development that is developed by the DFID (2000) depicts the relationship 
among disability, poverty and vulnerability. When disabled people are affected by stigma, excluded from existing 
opportunities, cannot claim their rights and participate in the society then they are into poverty. All these three 
domains of the figure are interlinked and requires individual conscious efforts to address for the development of 
the disabled people.  
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Figure 1: Disability, Poverty and Development 
  
 
 
 
    
   
 
  
 
Source: DFID (2000, p.4) 
Generally, disabled people are socially and financially excluded. Disabled people do not have access to available 
services, for instance, health, education or employment opportunities. They are deprived of having enough 
disability related services when required. They are also excluded from normal everyday life practices in the society 
(WHO, 2011) and experience exclusion and discrimination in this world. In terms of economic inclusion of the 
disabled people, they have limited access to the formal employment sector because organizations do not want to 
include them in their formal employment process. Around 80-90% of disabled people do not have formal job 
(United Nations, 2007) and finding a formal job in developing countries is challenging. Thus, disabled people have 
only accessible option to become self-employed. However, because of the nature of heterogeneity, this might not 
be the option for everyone (Handicap International, 2006). For generating self-employment, disabled people need 
to access finance, which is not easy at all. Due to this, they need to depend on the grants or family support to do 
something productive, which is also limited for them. For all these reasons, they cannot take initiatives for income 
generation.     
Microfinance might work for disabled people to involve some income generating activities. However, disabled 
people tend to be excluded from mainstream microfinance services. Thus, their economic activities are supposed 
to be remaining small (Handicap International, 2006; Mersland, 2005). To survive in the family life, they need to 
generate some revenue for their own and sometimes for their families. Without economic empowerment, disabled 
people cannot get the respect in the society. Disabled people have less confidence and self-respect. Thus, less than 
20 percent of them are involved in the employment practices. This number is not good enough to consider their 
involvement in the economic activities (Handicap International 2006). When they are out of employment and 
economic activities, they experience more economic hardship and poverty. 
In this section, it is evident that disabled people are the poorest of the poor and they have very limited opportunity 
to live their lives. They have economic hardship due to the lack of accessing existing social and economic 
opportunities. Thus, they experience poverty. Microfinance might support disabled people to do some income 
generation but very few disabled people have option to access microfinance. In the following section, how disabled 
people face discrimination to access credit is discussed.   
3. Discrimination and Obstacles that Disabled People face to Access to Microfinance:  
Disabled people face discrimination and barriers to get access to microfinance. Every people have basic rights to 
access to finance. However, disabled people have limited access to financial service. Disabled people are deprived 
from the existing development priorities and they face enormous challenges in their lives when they are out of 
financial inclusion. Microfinance is supposed to be accessible for all people who need finance. However, disabled 
people need to overcome a number of barriers or discrimination for accessing formal financial system. Different 
research work revealed different barriers for diverse reasons that varies from social discrimination to institutional 
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perspective to microfinance program design. Simanowitz (2001) and Bwire et al. (2009) explain that several 
barriers exclude disabled people from accessing microfinance: exclusion by staff because of biased attitude; 
exclusions by non-disabled members in credit groups; the disabled themselves because of low self-esteem and 
repeated experiences of rejection; credit design; and mobility or communication problems resulting from the 
disability itself. Moreover, one of the hindering barriers is credit program design. Due to several reasons such as 
credit amount, flexible time duration, higher interest rate, financial products might be inconvenient for disabled 
people. However, to meet the need of the disabled people MFIs could design customized products for disabled 
people (Beisland & Mersland, 2012).   
However, all the above-mentioned barriers are equally important to consider for ensuring financial inclusion of 
disabled people but one issue that is eligibility criteria is crucial to discuss here. Because microfinance institutions 
impose harder conditions to be eligible for credit. One of the criteria, which is very common in practice, is forced 
savings meaning that disabled people need to save first to the MFIs before receiving credit. Disabled people also 
need to show enough capacity to provide credit security or different fees, or supply the evidence of their prior 
business experience in many cases. All these criteria are difficult to fulfill by poorest of the poor especially disabled 
people since they do not have enough capacity to do so. Due to the resource shortcomings or inability to comply 
with the required expectations, disabled people are frequently excluded from the financial system (Cramm & 
Finkenflugel, 2008) and put them into further poverty.  
Women with disabilities experience higher discrimination on the grounds of gender and disability. Compared to 
men, women with disabilities are the most vulnerable group (Labie et al., 2011). In another research (Lewis, 2004), 
revealed that in the development initiatives, women from rural areas, indigenous women, young and older women, 
lesbians, refugees and migrant women, sex trade workers and women with disabilities, get less priority. However, 
MFIs predominantly provides credit to women but woman with disability has rare access to finances. In the few 
exceptional cases, when woman with disability receive credit, they get lower amount compared to other woman 
without disability despite of income indifferences.  
This section concludes that disabled people face substantial discrimination and obstacles to access to microfinance. 
Despite of this, some disabled people have been accessed to microfinance due to some experiments taken by few 
development organizations and MFIs. However, the contribution of microfinance on the lives of disabled people 
is not clear yet and at the same time, the challenges that MFIs face to serve disabled people is not well documented. 
In the following section, the contribution of microfinance on the lives of the disabled people and the challenges 
that MFIs face to serve disabled people is discussed.   
4. Microfinance for Disabled People and Some Challenges: A Critical Analysis 
4.1 Contribution of Microfinance activities into the lives of disabled people 
Microfinance activities seem to be useful for self-employment in many cases even for disabled people. Microcredit, 
savings, insurance, financial literacy or credit plus approach could create huge impact on the lives of the disabled 
people. Opportunities to access to finance can help people to accumulate assets, business opportunities, economic 
empowerment, contributing in the society compared to others and thus increase their self-esteem. Microfinance 
can also help people to recover from different natural shocks such as illness, drought, crop failure; it can also play 
a role in education, health and housing. Microcredit also can enhance social and economic condition of women 
(Herms & Lensink, 2007).  
Though credit could do so many things, but microfinance program did not play an active role to include disabled 
people for financial inclusion. Very fewer concrete examples can be found in the existing literature. Thus, debate 
exists on how microfinance interventions can contribute to the lives of disabled people. MFIs never try to face the 
challenges of including this vulnerable group to their core program. Some of the findings in literature show that 
microfinance has contributed very less for disabled people. Despite of these criticisms, in the past and recent years, 
some organizations such as MFIs or donor agencies are working directly or indirectly with disabled people. For 
instance, BRAC microfinance program in Bangladesh, Freedom from Hunger, Handicap International, Leonard 
Cheshire International have worked for disabled people directly or supported some disabled oriented organizations 
with funds. However, these initiatives are not enough for the financial and social inclusion of disabled people.   
Disabled people constitute a significant market segment for MFIs since it represents 10 percent of total population 
in most countries. The market for disabled person is considerable but the fact is few disabled people have access 
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to microfinance. Disabled people appear very few as MFI’s clients, for instance, 0-0.5 percent, where some argues 
it could be six percent. Many MFIs agreed that they did not include disabled people among their clients as target 
population (Handicap International, 2006). Considering the number of disabled people as market segment, there 
are many opportunities to innovate and introduce different products and ideas for providing services to disabled 
people.  
To avoid perceived risk, MFIs never thought about disabled people to be their mainstream clients. MFIs perhaps 
thought that disabled people might not repay the credit. Since disabled people have some perceived limitations and 
they experience challenges to comply with credit conditions, MFIs become reluctant to provide credit. For instance, 
disabled people might have limited ability to provide credit security or forced savings before getting credit. As a 
result, they become self-excluded.  
In the rural areas, disabled people have less access to available services. MFIs sometimes do not operate its 
activities in the extremely rural areas to reach poor people. Thus, many disabled people who are living in the rural 
areas are not getting access to finances. For solving this problem, MFIs need to focus on developing innovative 
approaches how to include these disabled people into the program activities in the rural areas (Ton, 2008). Research 
shows that disabled people can perform almost all jobs where they have the right environment and with more 
productivity. Microfinance with the most vulnerable groups could be effective and sustainable (WHO, 2011 & 
Handicap International, 2006). Thus, MFIs would work for the economic development of the disabled people so 
that disabled people could position themselves in the society with honor and dignity. Lewis (2004) states that 
access to capital does not only increase productivity and assets but also increase self-esteem and build social 
acceptance in the society. Disabled people can be economically sustainable if they get necessary finance with some 
training and relevant technical support. By involving with the financial system, they could generate more savings, 
and this is how disabled people could be more competent to face contingency situation, enhance peer relationship 
and social respect.       
Figure 2: Livelihood approach component  
 
  
     
 
   
 
 
 
 
Source: Handicap International, (2006). 
Despite of all these criticisms, suggestions and possible solutions, there have been some interventions done by 
some of the MFIs to see the outcome though it was in a limited scale. The following table represents different 
literatures that discus about the impact of microfinance on the lives of disabled people.  
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Table 1: Different articles show the impact of microfinance on the lives of disabled people  
Author and research paper  Findings 
Handicap International, 2006 “Interestingly, some microfinance institutions mentioned that 
people with disabilities were among their best clients.” 
“Evaluated 43 projects and found that targeted microfinance 
schemes were beneficial and that almost two thirds of them were 
sustainable”.  
United Nations, 2007 “Evidence indicates that persons with disabilities have better 
performance ratings in the job market, and when they have access 
to equal opportunities as their non-disable counterparts, they often 
experience success as self-employed.” 
(Mkombe, 2005) 
Evaluation report on Dadoma 
Microfinance Project for disable people, 
July 2003-2004 
“The project has recorded 99% of repayment rate. The rate shows 
that people with disabilities are not a financial risk.”  
“PWDs gained more confidence that they can better manage credit 
and make profit.”  
“The Microfinance project has changed socio-economic life of 
PWDs. Small loan given enabled disable people to start and expand 
small business” 
ILO (2003) 
Doing Business in Tigray: Case studies 
of women entrepreneurs with disabilities 
in Ethiopia.  
“Microfinance programme in Ethiopia shown a positive result who 
became disabled during war” 
Fiasse, J (2011)  
Impact of Microcredit scheme for 
persons with physical disabilities in 
Herat, Afghanistan. International 
Committee of the Red Cross (ICRC) 
physical rehabilitation center, 
Afghanistan, 2011 
The study shows that after completing the loan clients continued 
with their business, showing improved confidence and living 
conditions. 
Source: Author, (2013) based on the different literatures 
From the above table we could see that diverse experiments have been done previously for the financial inclusion 
of disabled people and these were profitable for both MFIs and disabled people.  
Despite of these success stories, MFIs could also try to assess disabled people to see whether this group is able to 
do something or not with the credit. MFIs have experienced fewer challenges as a promoter of financial inclusion 
for the marginal and destitute people in the society especially for disabled people. Handicap international (2006) 
found that seventy percent of MFIs who have provided credit to disabled people explained that they provided credit 
with the same condition compared with other clients which also proves that disabled people could be similar to 
other clients. Moreover, disabled people can provide installment on time and they never wait for the special 
treatment. Bwire et al., (2009) showed that one of the projects has been successful to increase the number of 
disabled customers without giving incentives, changing conditions or products. Disabled people want to work in a 
way that other people do and finance can help them to involve in the income generation activities.  
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However, when needed, MFI could provide additional opportunities considering the vulnerability of these people. 
Beisland and Mersland (2012) suggest that for reaching more disabled clients, MFIs should revise their products 
as disability friendly. They also imply that MFIs might also think about the retention of disabled customers rather 
than only focus on the issue of serving them. Along with accessing credit, disabled people need to have marketing 
skills, long-term assistance and post program follow-up support to be successful as self-employed person (Perry 
& ILO, 2003). Moreover, MFIs can provide training to the disabled people for developing their skills to be involved 
in any economic activities. With necessary knowledge and skills, disabled people can easily start something, which 
will generate income. MFIs need to select and orient their staff for dealing with this segment with due respect.    
4.2 Challenges of MFIs to include disabled people:  
From the MFIs perspective, they always face challenges to include disabled people into their mainstream program. 
These challenges come from the policy development to service delivery. The most challenging task is to collect 
data on disabled people and identify clients’ competencies. Sometimes collection of data of disable people could 
be easier by building the partnership with Disabled People Organization (DPOs) since these organizations 
specifically work for disabled people in terms of providing health support and training. It is evident that some 
DPOs operate microfinance activities for serving disabled people though with a very limited coverage. In this case, 
DPOs could face challenges to run microfinance activities due to the lack of knowledge on developing and 
administering the program. In this case, the effectiveness of providing services will remain questionable. However, 
meaningful partnership between MFIs and DPOs could enhance more financial inclusion of disabled people but 
seems it does not exist in practice substantially. Besides that, asymmetric information impedes crucial 
communication and interaction between “disability world” and “microfinance world”.  
MFIs also have misconception about disabled people. MFIs always believe that disabled people are too risky to 
lend, and disabled people have less capacity to save properly (Cramm & Finkenflugel, 2008; Martinellai & 
Mersland, 2010; Beisland & Mersland, 2012; Bwire et al. 2009). However, mainstream MFIs might not exclude 
disabled people with intention but they did not also include disabled people in their program. MFIs did not engage 
into the challenges to ensure full and equal access of disable people (Dyer, 2003). Moreover, higher lending rate, 
less competent resources, lack of specialized treatment, high operational cost, changing staff attitudes are some of 
the challenges MFIs always face to include disabled people into their mainstream program.  
5. Conclusion: 
Microfinance program could be available for disabled people. Though MFIs face numerous challenges to include 
disabled people in their program, they could always try to be innovative in designing disability friendly program 
and develop effective strategy to implement that program. MFIs can contribute to the lives of the disabled people 
by ensuring access to credit, savings, insurance and other financial services. Market size for disable people is quite 
large and MFIs could get ‘win-win’ benefits for their clients and for themselves. MFIs should try to remove all 
barriers to provide equal access to financial services for disabled people. So far, microfinance industry does not 
have enough examples to highlight their activities for disabled people.  
From ethical point of view, MFIs should work hard to ensure financial inclusion of disabled people. Microfinance 
cannot ignore its role to serve disabled people. Since MFIs face challenges to locate disabled people, they can 
collaborate with DPOs. DPOs could provide useful information to MFIs regarding disabled people, assist to 
provide training to MFIs and its staff, analyze and educate of the prospective clients and raise awareness against 
exclusion among members (Martinelli, 2006). On the other hand, MFIs could provide technical support to the 
disability-oriented organizations to run microfinance effectively. MFIs can also come forward to integrate their 
program with those organizations that are already providing other services to the same group. However, more 
study is needed to see the impact of microfinance’s intervention on the lives of disabled people, how microfinance 
can boost further entrepreneurial competency of disabled people, how microfinance can ensure social and financial 
sustainability of disabled people, and to assess the way DPO and MFIs can integrate to serve disabled people.  
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